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Issues & Legislation

The HPBA Government Affairs Department focuses on federal and state issues that affect HPBA
members.

FEDERAL ISSUES
2009 Tax Credit Information - Important New Details

On February 17, 2009 President Obama signed into law, H.R. 1, the American Recovery and
Reinvestment Act (ARRA). The Hearth, Patio & Barbecue Association (HPBA) and the Pellet Fuels
Institute (PFI) succeeded in getting included in that critical legislation a tax credit for the purchase
of a biomass-burning stove to help consumers fight rising home heating costs.

The tax credit is a 30% tax credit of up to $1500 total over a two year period (2009-2010) for the
purchase of a 75% efficient biomass-burning appliance. (The "$1500 over two-years" is new!) The
tax credit provisions are extended improvements on the legislation that passed in October 2008.
The major changes are: 1) an extension of the credit to include 2010; 2) the increase on the credit
from $300 to 30% of the total cost; and 3) the lower heating value (LHV) will be used for the
efficiency rating rather than the higher heating value (HHV)

In a letter to the IRS in February 2009, the HPBA asked the IRS to issue specific guidance on a
number of issues on the tax credit. On June 1, 2009, the Internal Revenue Service (IRS) issued its
guidance for this consumer tax credit. While not addressing many of the specific issues raised by the
HPBA, this minimal guidance should be sufficient. We understand that the IRS is not expected to
issue any further guidance on this tax credit, although HPBA staff will continue to ask for
clarifications as needed.

Tax Credit FAQs

Q: What is a federal consumer tax credit?

A: Consumers claim the credit on their federal income tax form at the end of the year. This new
credit reduces the amount of tax you owe. The new credit is a reduction of total income tax at the
bottom of your return, up to $1500. This tax credit is a non-refundable tax credit available for
individuals who pay taxes and who make energy-conscious purchases to improve the energy
efficiency of their home.

Note: With regard to tax credits vs. tax deductions, in general, a tax credit is more valuable than a
similar tax deduction. A tax credit reduces the tax you pay, dollar-for-dollar. Tax deductions - such
as those for home mortgages and charitable giving - lower your taxable income.

Q: When does this tax credit go into effect and how long will it last?

A: The tax credit went into effect January 1, 2009 and is valid only for the purchase of a qualifying
biomass stove during 2009 and 2010. The maximum tax credit for the two-year period is

$1500. The sales receipt must indicate that the purchase was made between January 1, 2009 and
December 31, 2010.

Q: Who determined the tax credit guidelines for the qualifying units?
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A: The Department of the Treasury, and specifically, the IRS.

Q: Will other wood and solid-fuel appliances (like inserts, EPA-certified wood-
burning fireplaces and hydronic heaters) qualify for the tax credit?

A: The IRS did not state that inserts are covered, or are not covered. However, based on EPA's
practice of treating inserts and freestanding biomass stoves in a similar fashion, manufacturers may
choose to include inserts. At this time (June 2009) it is not clear whether EPA-certified wood-
burning fireplaces or hydronic heaters will qualify.

Q: Do all pellet stoves qualify for the tax credit?

A: Any pellet stove that meets the 75% efficiency rating and has the qualifying documentation does
qualify for the tax credit.

Q: Are the installation costs, both labor and venting (chimney), covered?

A: Installation is covered as long as it is a required for proper and safe operation of the stove. The
IRS is silent on the possible need to replace a chimney when upgrading an existing biomass stove;
however, the EPA has a section on its website titled, Installation Affects Efficiency, which retailers
and consumers should consult when deciding if a chimney replacement is warranted when installing
a biomass stove.

Q. Are biomass stoves installed in new homes, or vacation homes, covered by this tax
credit?

A. No. The IRS is very clear that this credit applies only to existing principal residences, thus new
homes and vacation homes would not qualify, nor would homes owned as rental units.

Q. If aconsumer purchases other products, such as solar collectors or window
upgrades, does this mean a biomass stove tax credit can't be taken?

A. The tax credit is an aggregate, meaning the 2-year $1500 total credit can be used for items other
than biomass stoves, such as windows and doors, HVAC and non-solar water heater upgrades, and
roof upgrades, all of which are in the same tax credit category as biomass stoves. The tax credit for
all of these upgrades is capped at $1500 for the two year period. For example, if a taxpayer uses the
entire $1500 for a product in 2009, then they cannot use it in 2010 for any other product in that
same tax credit category.

Q: Are prior purchases covered?

A: Prior purchases made between January 1, 2009, and June 1, 2009 are covered if the
manufacturer offers a certification statement for the product.

Q: Do stoves that are not newly tested for efficiency qualify under the tax credit?

A: If amanufacturer has documentation that a stove has already achieved the required efficiency
rating and issues a certification statement for the product, no further testing is required.

Q: Why was 75% efficiency selected?

A: The 75% efficiency was designated by the U.S. Congress in 2005 as part of the Energy Policy Act
and was used again for this tax credit.
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Q: How is the 75% efficiency requirement determined?

A: The manufacturer of the stove must provide certification that the product tests for at least a 75%
efficiency rating using the lower heating value, i.e., the heat value of a combustion process assuming
that none of the water vapor resulting from the process is condensed out, so that its latent heat is not
available.

Q: What must a manufacturer provide to a consumer to prove that a product is
certified?

A: The manufacturer must certify that its product meets or exceeds the IRS efficiency requirement.
To do so, the manufacturer of a stove that qualifies for the tax credit may certify to a taxpayer that
the component is a "qualified energy property" by providing the taxpayer with a manufacturer's
certification statement that satisfies the requirements of sections 6.04, 6.05 and 6.06 of the IRS
Guidance found at http://www.irs.gov/pub/irs-drop/n-09-53.pdf. The certification statement may
be provided by including a written copy of the statement with the packaging of the component or
property, in printable form on the manufacturer's website, or in any other manner that will permit
the taxpayer to retain the certification statement for tax recordkeeping purposes.

Q: What information should be included in a manufacturer's certification statement?
A: A manufacturer's certification statement must contain the following information:
(1) The name and address of the manufacturer.

(2) Identification of the class of qualified energy property (Biomass-Burning Stove) in which the
property is included.

(3) The make, model number, and any other appropriate identifiers of the stove.
(4) A statement that the component is an eligible qualified energy property.

(5) A manufacturer's certification statement must contain a declaration, signed by a person
currently authorized to bind the manufacturer in these matters, in the following form: "Under
penalties of perjury, | declare that | have examined this certification statement, and to the best of my
knowledge and belief, the facts are true, correct, and complete.”

Q: What should a retailer provide and the customer retain for tax purposes?

A: Retailers and consumers must keep exact records of any sale or purchase. Retailers should
provide a consumer with the manufacturer’s certification statement for the specific product
model purchased. A consumer may rely on a manufacturer's certification statement that their
products are qualified energy property. A taxpayer is not required to attach the certification
statement to the return on which the credit is claimed. A consumer claiming a credit for qualified
energy property should retain the certification statement as part of the taxpayer's records.
Manufacturers should make this certification document available to consumers on the web, in the
product packaging, or in some other easily accessible manner.

Q: Does the stove need to be manufactured in the U.S. to qualify for the credit?
A: No; there is no "Buy America" component to this tax credit.

The IRS Guidance can be found at http://www.irs.gov/pub/irs-drop/n-09-53.pdf.
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HPBA will update this website with any new details about the tax credit.
Last updated June 12, 2009.
Clean Stove Act Letter
e Clean Stove Act documents
Minimum Wage Increase

On May 25, 2007, the President signed into law a supplemental appropriations

bill (H.R. 2206, P.L. 110-28) which included an increase in the federal minimum wage. The increase
was included in the Irag war funding bill. Under the act, the federal minimum wage has already
increased to $5.85 an hour; it increases to $6.55 one year later; and to $7.25 a year after that.

Energy Bill and Energy Tax Provisions

There has been a flurry of action on energy legislation in the U.S. Congress. The Senate version of a
comprehensive energy bill (CLEAN Energy Act of 2007 — H.R. 6) passed the Senate on June 21,
2007. Itdid not include an energy tax provision. The House of Representatives passed their version
of the energy bill (New Direction for Energy Independence, National Security, and Consumer
Protection Act — H.R. 3221) on August 4, 2007. The House energy tax bill was added to this
legislation as well. Issues in this bill important to HPBA are:

Qualified Energy Efficiency Assistance Bonds — This provision would create a new category of tax
credit bonds to provide states with funds to implement long-term programs that will provide
consumers with low-interest loans and grants for energy-efficient property and efficiency
improvements to existing homes. We were not included in the first version; attempts are being
made to include our industry.

Grant Program — This provision would require the Secretary of Energy to establish a grant program
for universities to research and develop renewable energy technologies. Priority is given to
universities in low income and rural communities with proximity to trees dying of disease or insect
infestation.

RESA Study — Language was included directing the Secretary of Energy to conduct a study of the
renewable energy system rebate program for homes and small businesses, described in section 206-c
of the Energy Policy Act of 2005. The study would require a plan for the program if it were funded,
and determine the minimum amount the program would need to be viable.

Regional Standards — A negative item included in both energy bills is a provision would allow the
Secretary of Energy to establish regional standards for space heating and air conditioning products.
Follow the link to a side-by-side comparison of the language in the U.S. House and U.S. Senate
energy bills.

When the Congress reconvenes after the August recess a conference committee will be convened to

merge the U.S. Senate and U.S. House energy bills into one. This process is fluid and there are still
opportunities to address these issues.
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Farm Bill

The House of Representatives passed the 2007 Farm Bill (H.R. 2419) by a vote of 231-191. The
Senate must now consider their version of the Farm Bill. The 2002 Farm Bill expires on September
30, 2007. The main issue for HPBA in the Farm Bill is the Community Wood Energy Program. This
program authorizes a grant program for state and local governments and communities to use low-
grade wood biomass in community wood energy systems for state and locally owned businesses such
as schools, town halls, and courthouses. This is another issue HPBA will be supporting and
advocating for in the U.S. Senate.

Other issues of importance in the Farm Bill for HPBA members are more secondary in nature. There
are definitions of biomass which include wood and wood pellets. This is an important first step to
allowing our industry to partake in additional areas of assistance. The Farm Bill also protect and
sustains our nation’s forest resources and makes important new investments in renewable energy
research, development and production in rural America.

H.R. 3928 — Murphy/Hart Wood Stove

Wood Stove Changeout

Energy & Fuels Outlook (Members Only)

Commercial Faxes

Energy Bill Q&A

EPA Strengthens Air Quality Standards

EPA/ HPBA/Manufacturer Voluntary Program for Qutdoor Wood-fired Hydronic Heaters

STATE & LOCAL ISSUES

< National Fireplace Institute
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Publications
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